CALIFORNIA LEGISLATURE—2007—08 REGULAR SESSION

ASSEMBLY BILL No. 1748

Introduced by Committee on Revenue and Taxation (Charles
Calderon (Chair), Arambula, Eng, Feuer, and Hayashi)

March 22, 2007

An act to amend Sections 6478, 7204.3, 7211, 7252, 7273, 7659.7,
9304, 30182, 30187, and 60653 of, to add Section 7269 to, to repeal
Sections 7204.02, 7204.5, 7208, 7251.2, 7252.5, 7252.6, 7252.7, 7252.8,
7252.9,7252.10,7252.11, 7252.12, 7252.13, 7252.15, 7252.16, 7252.21,
7252.22, 7252.30, and 7271.05 of, and to repeal Chapter 2.67
(commencing with Section 7286.28) of, Chapter 2.8 (commencing with
Section 7286.40) of, Chapter 2.90 (commencing with Section 7286.47)
of, Chapter 2.95 (commencing with Section 7286.56) of, and Chapter
2.96 (commencing with Section 7286.65) of, Part 1.7 of Division 2 of,
the Revenue and Taxation Code, relating to taxation.

LEGISLATIVE COUNSEL’S DIGEST

AB 1748, as introduced, Committee on Revenue and Taxation.
Taxation.

(1) Under the Sales and Use Tax Law and the Motor Vehicle Fuel
Tax Law, certain taxpayers whose monthly tax liabilities meet or exceed
specified amounts are required to make monthly prepayments of their
tax liability. Under those laws, if a taxpayer fails to make timely
prepayment of the tax liability then a 6% penalty will apply to the
amount not timely remitted. Existing law requires that the penalty be
increased to 10%, as provided, if a person’s failure to make a
prepayment is due to negligence or intentional disregard of that law.
Existing law provides a mechanism for a taxpayer to dispute the
imposition of the negligence penalty.
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This bill would provide that the 10% negligence penalty law would
be assessed as a deficiency determination in order to allow taxpayers
an opportunity to dispute the application of negligence penalty by filing
a petition for redetermination

(2) The Bradley-Burns Uniform Local Sales and Use Tax Law and
the Transactions and Use Tax Law authorize local governmental
agencies to impose sales and use taxes in modified conformity to state
sales and use taxes and authorize the State Board of Equalization to
impose specified charges in administering those local taxes, as provided.

This bill would make clarifying changes to those provisions.

(3) The Bradley-Burns Uniform Local Sales and Use Tax Law
provides that all sales and use taxes collected by the State Board of
Equalization pursuant to contract with any city, city and county,
redevelopment agency, or county, shall be transmitted by the board to
those local entities, as specified.

This bill would repeal obsolete provisions related thereto.

(4) Existing law authorizes various local governmental entities,
subject to certain limitations and approval requirements, to levy
transactions and use taxes in accordance with procedures and
requirements set forth in the Transactions and Use Tax Law, and requires
the local governmental entities, including districts, as defined, to contract
with the State Board of Equalization to administer all transactions and
use taxes, as authorized. Existing law provides that those taxes collected
by the board shall be transmitted to the local governmental entities
based on the location in which the sales were made. Existing law does
not provide a mechanism for the board to redistribute the transactions
and use tax revenues that have been misallocated to a district.

This bill would allow the board to redistribute the revenues, collected
by the board pursuant to a contract with the districts, that were originally
misallocated by the board, but would limit the amounts eligible for the
redistribution only to those amounts that were originally distributed not
earlier than 2 quarterly periods prior to the quarterly period in which
the board obtains knowledge of the improper distribution.

This bill would also make clarifying changes to and would repeal
obsolete provisions under the Transactions and Use Tax Law.

(5) The Use Fuel Tax Law and the Diesel Fuel Tax Law both impose
a tax upon each gallon of fuel subject to tax under those laws, and
provide, as specified, for the transfer of revenues derived from those
taxes, after authorized refunds and other allocations for specified
purposes, to the Highway Users Tax Account in the Transportation Tax
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Fund. The Motor Vehicle Fuel Tax Law also imposes a tax of $0.18
per gallon of fuel and requires that a portion of the amounts collected
under that law be continuously appropriated for expenditure for specified
purposes.

Existing law requires the Controller to transfer revenues derived from
the taxes imposed under the Use Fuel Tax Law and the Diesel Fuel Tax
Law to the Highway Users Tax Account at the same time as the transfers
of moneys received under the Motor Vehicle Fuel License Tax Law
are made.

This bill would revise the Use Fuel Tax Law and the Diesel Fuel Tax
Law to correct obsolete references to the “Motor Vehicle Fuel License
Tax Law,” which effective January 1, 2002, was renamed as the “Motor
\ehicle Fuel Tax Law.”

(6) The Cigarette Tax Law requires distributors and wholesalers of
cigarette and tobacco products to be licensed by the State Board of
Equalization. The Cigarette Tax Law requires a tax imposed by that
law with respect to distributions of cigarettes to be paid by distributors
through the use of stamps or meter register settings, and requires that
these stamps or meter register settings be affixed to each package of
cigarettes sold. Existing law requires distributors that elect to defer
payments for stamps and meter register settings to file a report with the
board regarding the distribution of cigarettes and purchases of stamps
and meter register settings on or before the 5th day of the month
following month during which the cigarettes or tobacco products were
distributed.

This bill would, instead, require those distributors who elect to defer
payments to file the report with the State Board of Equalization
regarding the distribution of cigarettes and purchases of stamps and
meter register settings on the 25th day of the following the month during
which the cigarettes or tobacco products were distributed.

(7) The Cigarette Tax Law imposes a tax on every distributor of
cigarettes and tobacco products at specified rates. Consumers and users
subject to the tax resulting from the use or consumption of cigarettes
or tobacco products, as defined, from whom the tax has not been
collected are required to file a report of the amount of cigarettes received
during the preceding month with the State Board of Equalization on or
before the 25th day of the month following the month during which the
cigarettes were received.

This bill would, instead, require a consumer or user subject to the
tax, from whom the tax has not been collected, to file a report of the
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amount of cigarettes or tobacco products received during the preceding
month with the State Board of Equalization on or before the last day of
the month following the end of the quarter during which the cigarettes
or tobacco products were received.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the State of California do enact as follows:

SECTION 1. Section 6478 of the Revenue and Taxation Code
is amended to read:

6478. (a) If a failure to make a prepayment as described in
Section 6477 is due to negligence or intentional disregard of this
part or authorized rules and regulations, the penalty shall be 10
percent instead of 6 percent.

(b) Ifany part of a deficiency in prepayment is due to negligence
or intentional disregard of this part or authorized rules and
regulations, a penalty of 10 percent of the deficiency shall be paid.

(c) The provisions of this section shall not apply to amounts
subject to the provisions of Sections 6484, 6485, 6511, 6514, and
6591.

(d) The 10 percent negligence penalty shall become due and
payable and shall be ascertained and determined in the same
manner as the deficiency determination under Article 2
(commencing with Section 6481) of this chapter. The provisions
of Article 5 (commencing with Section 6561) of this chapter shall
be applicable with respect to the finality of the determination and
the right to petition for redetermination.

SEC. 2. Section 7204.02 of the Revenue and Taxation Code
is repealed.
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Uneertainties:

SEC. 3. Section 7204.3 of the Revenue and Taxation Code is
amended to read:

7204.3. The board shall charge a city, city and county,
redevelopment agency, or county an amount for the board’s
services in administering the sales and use tax ordinance of the
local entity, as determined by the board with the concurrence of
the Department of Finance, as follows:

(@) Beginning with the 200607 fiscal year, the amount charged
each local entity shall be based on the methodology described in
Alternative 4C of the November 2004 report by the State Board
of Equalization entitled “Response to the Supplemental Report of
the 2004 Budget Act.”

(1) The amount charged may be adjusted in the current fiscal
year to reflect the difference between the board’s budgeted costs
and any significant revised estimate of costs. Any adjustment shall
be subject to budgetary controls included in the Budget Act. Prior
to any adjustment, the Department of Finance shall notify the
Chairperson of the Joint Legislative Budget Committee not later
than 30 days prior to the effective date of the adjustment.

(2) The amount charged each—district local entity shall be
adjusted to reflect the difference between the board’s recovered
costs and the actual costs incurred by the board during the fiscal
year two years prior.

(b) The amounts determined by subdivision (a) shall be deducted
in equal amounts from the quarterly allocation of taxes collected
by the board for the city, city and county, redevelopment agency,
or county.

SEC. 4. Section 7204.5 of the Revenue and Taxation Code is
repealed.

[{TaX 77
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SECf. 5. Section 72b8 of the Revenue and Taxation Codé is
repealed.

SEC. 6. Section 7211 of the Revenue and Taxation Code is
amended to read:

7211. Notwithstanding Section 7203.5, the State Board of
Equalization shall continue to administer the sales and use tax
ordinance of any city, county, or city and county-which that adopts

a transactions and use tax ordinance—purstant—to—Article—13

{commencing-with-Seetion-29560)-6F-Chapter2-of Division-3-of
Fitle-3-efthe-Goevernment-Cede administered by the board in
accordance with Part 1.6 (commencing with Section 7251).

SEC. 7. Section 7251.2 of the Revenue and Taxation Code is
repealed.
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SEC. 8. Section 7252 of the Revenue arid Taxation Code is
amended to read:
_ 72_52. “Dist_rict,” as_use_d ir_1 this part, means any county,transtt

. o I
Fransportation—Commission—f or other governmental entity

authorized, to impose transaction and use taxes pursuant to this
part.

SEC. 9. Section 7252.5 of the Revenue and Taxation Code is;
repealed.

SEC. 10. Section 7252.6 6f the Revenue and Taxation Code
is repealed.

SEC. 11. Section 7252.7 of the Revenue and Téxation Code
is repealed.
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SEC. 12. Section 7252.8 of the Revenue and Taxatidn Code
is repealed.

113 H H 77

SEC. 13. Sectioh 7252.9 of the Revenue and Taxation Code
is repealed.

SEC. 14. Section 7252.10 of the Revénue and Taxation Code,

as added by Section 6 of Chapter 301 of the Statutes of 1986, is
repealed.

Hvision

SEC. 15. Section 7252.10 of the Revenue and Taxation Code,
as added by Section 21 of Chapter 474 of the Statutes of 2001, is
repealed.

SEC. 16. Section 7252.11 of the Revenﬂe and Taxation Code
is repealed.
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SEC. 17. Section 7252.12 of the Revenue and Taxation Code
is repealed.

99



AB 1748 — 10—

O©Coo~No ok~ wNE

. ' ) . - i . - : .
WW&W‘%@MW A . | :
part:

SiEC. 18. Section 7252.13 of the Revenue and Taxation Code
is repealed.

Hicion
SEC. 19. Section 7252.15 of the Revenue and Taxation Code
is repealed.
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SEC. 20. Section 7252.16 of the Revenue and Taxation Code
is repealed.
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SEC. 21. Section 7252.21 of the Revenue and.Taxation Code
is repealed.
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SEC. 22. Section 7252.22 of the Revenue and Taxétion Code
is repealed.
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SEC. 23. Section 7252.30 of the Revenue and Taxétion Code
IS repealed.
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SEC. 24. Section 7269 is added to the Revenue and Taxation
Code, to read:

7269. The board may redistribute tax, penalty, or interest
distributed to a district other than the district entitled thereto, but
such redistribution may not be made as to amounts originally
distributed earlier than two quarterly periods prior to the quarterly
period in which the board obtains knowledge of the improper
distribution.

SEC. 25. Section 7271.05 of the Revenue and Taxation Code
is repealed.

Yneertainties:

SEC. 26. Section 7273 of the Revenue and Taxation Code is
amended to read:

7273. In addition to the amounts otherwise provided for
preparatory costs, the board shall charge each district an amount
for the board’s services in administering the transactions and use
tax determined by the board, with the concurrence of the
Department of Finance, as follows:

(a) Beginning with the 2006-07 fiscal year, the amount charged
all districts shall be based on the methodology described in
Alternative 4C of the November 2004 report by the State Board
of Equalization entitled “Response to the Supplemental Report of
the 2004 Budget Act.” The amount charged each district shall be
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based upon the district’s proportional share of the revenue after
weighting the revenue to equalize the differences in district tax
rates.

(1) The amount charged each district may be adjusted in the
current fiscal year to reflect the difference between the board’s
budgeted costs and any significant revised estimate of costs. Any
adjustment shall be subject to budgetary controls included in the
Budget Act. Prior to any adjustment, the Department of Finance
shall notify the Chairperson of the Joint Legislative Budget
Committee not later than 30 days prior to the effective date of the
adjustment.

(2) The amount charged each district shall be adjusted to reflect
the difference between the board’s recovered costs and the actual
costs incurred by the board during the fiscal year two years prior.

(b) The board shall, by June 1 of each year, notify districts of
the amount that it anticipates will be assessed for the next fiscal
year. The districts shall be notified of the actual amounts that will
be assessed within 30 days after enactment of the Budget Act for
that fiscal year.

(c) The amount charged a district that becomes operative during
the fiscal year shall be estimated for that fiscal year based on
weighted revenue.

(d) The amounts determined by subdivision (a) shall be deducted
in equal amounts from the quarterly allocation of taxes collected
by the board for a given district.

SEC. 27. Chapter 2.67 (commencing with Section 7286.28) of
Part 1.7 of Division 2 of the Revenue and Taxation Code is
repealed.

SEC. 28. Chapter 2.8 (commencing with Section 7286.40) of
Part 1.7 of Division 2 of the Revenue and Taxation Code is
repealed.

SEC. 29. Chapter 2.90 (commencing with Section 7286.47) of
Part 1.7 of Division 2 of the Revenue and Taxation Code is
repealed.

SEC. 30. Chapter 2.95 (commencing with Section 7286.56) of
Part 1.7 of Division 2 of the Revenue and Taxation Code is
repealed.

SEC. 31. Chapter 2.96 (commencing with Section 7286.65) of
Part 1.7 of Division 2 of the Revenue and Taxation Code is
repealed.
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SEC. 32. Section 7659.7 of the Revenue and Taxation Code
is amended to read:

7659.7. (@) If the failure to make a prepayment as described
in Section 7659.6 is due to negligence or intentional disregard of
this part or authorized rules and regulations, the penalty shall be
10 percent, instead of 6 percent.

(b) Ifany part of a deficiency in prepayment is due to negligence
or intentional disregard of this part or authorized rules and
regulations, a penalty of 10 percent of the deficiency shall be paid.

(c) The provisions of this section shall not apply to amounts
subject to the provisions of Sections 7655, 7660, 7662, 7672, 7673,
and 7726.

(d) The 10 percent negligence penalty shall become due and
payable and shall be ascertained and determined in the same
manner as the deficiency determination under Article 4
(commencing with Section 7670) of this chapter. The provisions
of Article 6 (commencing with Section 7710) of this chapter shall
be applicable with respect to the finality of the determination and
the right of the supplier to petition for redetermination.

SEC. 33. Section 9304 of the Revenue and Taxation Code is
amended to read:

9304. The Controller shall make the transfers at the same time
as the transfers to the Highway Users Tax Account in the
Transportation Tax Fund of moneys received under the Motor
\ehicle Fuel-ieense Tax Law are made.

SEC. 34. Section 30182 of the Revenue and Taxation Code is
amended to read:

30182. (a) Exeeptasproevidedin-subdivision{b);-every-Every
distributor shall file, on or before the 25th day of each month, a
report in the form as prescribed by the board, that may include,
but not be limited to, electronic media with respect to distributions
of cigarettes and purchases of stamps and meter register units
during the preceding month and any other information as the board
may require to carry out this part.
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(b) Reports shall be authenticated in a form, or pursuant to,
methods as may be prescribed by the board.

SEC. 35. Section 30187 of the Revenue and Taxation Code is
amended to read:

30187. Every consumer or user subject to the tax resulting
from a distribution of cigarettes or tobacco products within the
meaning of subdivision (b) of Section 30008 from whom the tax
has not been collected under Section 30108 shall, on or before the
25th last day of the month following+eceiptofeigareties-ertobaceo
produets the end of the quarter, file with the board a report of the
amount of cigarettes or tobacco products received by him or her
in the preceding calendar+renth quarter in that detail as the board
may prescribe and in the form as prescribed by the board, which
may include, but not be limited to, electronic media, submitting
with the report the amount of tax due. Reports shall be
authenticated in a form or pursuant to methods as may be
prescribed by the board.

SEC. 36. Section 60653 of the Revenue and Taxation Code is
amended to read:

60653. The Controller shall make the transfers to the Highway
Users Tax Account in the Transportation Tax Fund pursuant to
Section 60652 at the same time as the transfers of moneys received
under the Motor Vehicle Fuel+ieense Tax Law are made.
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